
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

VIA

Good Government for America PAC
Melinda Anderson, Treasurer
Post Office Box 87 APR 2 12005
Alexandria, VA 22313 *

RE: MURS652

Dear Ms. Anderson:

On April 5,2005, the Federal Election Commission found reason to believe that Good
Government for America PAC ('•Committee") and you, in your official capacity as treasurer,
violated 2 U.S.C. § 441a(aX2XA), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"), by making contributions to Terrell for Senate, which exceeded the Act's
contribution limits. However, after considering the circumstances of this matter, the
Commission also determined to take no further action and closed its file as it pertains to the
Committee and you. This finding was based upon information ascertained by the Commission in
the normal course of its supervisory responsibilities. See 2 U.S.C. § 437g(aX2). The Audit
Report, which more fully explains the Commission's finding, is attached for your information.

The Commission reminds you that making contributions to a candidate or his or her
authorized committees that exceed the Act's contribution limits is a violation of 2 U.S.C.
§ 441a(aX2XA). You should take steps to ensure that this activity does not occur in the future.

You are advised that the confidentiality provisions of 2 U.S.C. § 437g(aX12XA) remain
in effect, and that this matter is still open with respect to other respondents. The Commission
will notify you when the entire file has been closed.

If you have any questions, please contact Jack A. Gould, the attorney assigned to this
matter at (202) 694-1650.

Sincerely,

Scott E. Thomas
Chairman

Enclosure
Audit Report



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31.2002

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). Hie
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act1 The audit
determine! whether die
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act

Future Action

initiate an enforcement
action, at a later time,
with respect to any of die
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (IPS) ii the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the U.S. Senate
from the state of Louisiana, and it headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p.2.

Financial Activity (p. 2)
• Receipts
o Prom Individuals
o Rom Political Party Committees
o Rom Other Political Committees
o Transfers from Otter Authorized

Committees
o Loans-Made or Guaranteed by the

Candidate
o Total Rectipti

b Total Operating & Other

$2,532,544
154,726
665.149
420.50Q

300,000

$4,072^19

$3,721,155

Findings ft"1* RiMMHffnnfmlart^ona> (p. 3)
• Receipt of Prohibited Corporate Contributions (Finding I)
• Receipt of Contributions that Exceed Limits (Finding 2)
• Receipt of Bank Loan (Finding 3)
• Misstatemem of Financial Activity (Finding 4)
• Failure to Itemize Contributions from Individuals (Finding S)
• Failure to Itemize Contributions from Political Conumttees

(Finding 6)
• Disclosure of Proceeds from Joint Fundraiaing Activity

(Finding 7)
• Disclosure of Occupation and Name of Employer (Finding 8)
• Failure to Hie 48-Hour Notices (Finding 9)

'2US.C|438(b).
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Parti
Background
Authority for Audit
Thii report is bated on an audit of Tend] for Senate (TFS), undertaken by the Audit
Division of the Federal Election Commission (the Gommiation) in acconiance with the
Federal Election Campaign Act of 1971, ai amended (the Act). The Audit Division
conducted the audit punuant to 2 U.S.C. }438(b)t which perau'tstte Commission to
conduct audits and field investigations of any political committee that is required to file a
report under 2 U.S.C. |434. Prior to conducting any audit under this subsection, the
Commission must perform an internal review of iq^ filed by selected committees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C. §438(b).'

Scope of Audit
Following Commission approved procedures, the Audit staff evaluated various factors
and as a result, this audit examined:
1. The receipt of excessive contributions and loans.
2. The receipt of ccmtribinioM from piohim'ted sources.
3. The disclosure of contributions received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. Otto committee operations necessary to the review.

Change* to the Law
On March 27.2002. President Bush signed into law the Bipartisan Campaign Reform Act
of2Q02(BCRA). The BCRA contains many substantial and technical changestothe
federal campaign finance law. Moat of the changes becanie effective November 6,2002.
Except for the period November 7.2002, through December 31,2002, the period covcitd
by this audit pre-dates these changes. Therefore, the statutory awl reg^atory
requirements cited in this report are primarily those that were in effect prior to November
7.2002.



Partn
Overview of Campaign

Campaign Organization

ImDortentDetei
• Datecfltoijstration
• Audit Coverage

Headannrten

Banklnfennation
• Bank Depositories
• Bank Accounts

Treasurer
• Treasurer When Audit Was Conducted

• Treasurer DuriruE Period Covered by Audit

IMuumceBMBn InuHnBnoou
• Attended FBC Campaign Finance Seminar
• Used Commonly Available Campaign

Management Software Package
• Who Handled Accounting, Recordkeeping

Tasks and other Day-to-Day Operations

Terrefl for Senate
July 16. 2002
July 19, 2002 -December 3 1,2002

Alexandria. Vindnia

1
1 Checking, 1 Money Manager (Savings)

Bryan Blades (Starting March 31. 2003)
Justin Schmidt (Startiiu December 22. 2003)
Cliff Newlin

No
Yes

Vita Levantino - Consultant

Overview of Financial Activity
(Audited Amounts)

Ca*h on hand 6 July 19. 2602
Receipts

o From Individuals
o From Political Party Committees
o Rnom Other Pohtical Cominittees
o Transfiers from Other Authorized Committees
o Loam ~ Made or Guaranteed bv the Candidate

TotnlReeebtti
Total OperatiBC «ad Other INabunements
Cash oo band •December 31, 2002

$0

$2,532.544
154.726
665.149
420^00
300,000

$4^072^19
$3,721,155

$351,764



Partm
Sununvics
The imerim audit report (IAR) was forwanled to TO The
Audit staff contacted counsel for the ccinmittee and verified receipt of the report. The
response was due on June 23,2004. TFS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On July 20,2004. ITS submitted (draft) amended
repoitilbrlte Audit itafFi review p Our review
indicated the amendments were deficient; materially resolving only two of the findings.
ThuinfiDnnsD'onwasieUyedtoTO TFS
representatives indicated they are working on a response. To date, no further response
has been received; nor amended reports filed with the Commission.

Findings and Recommendations

Finding 1. Receipt of Prohibited Corporate Contributiona
TFS received 65 prohibited contributions totaling $64,600 from 47 different Limited
Liability Companies (LLCs) and corporate entities. The Audit staff recommended that
TFS either provide evidence that these contributions were not from prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Finding 2. Receipt of Contribntiona that Exceed Limlta
A review of contributions from individuals and political committees identified 541
contributions, totaling $552.773, which exceeded the contribution limits. In tome
instances the contributions wens solicited after the election to which they relate but there
wens insufficient net debts to allow TfS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552,773. (For more detail, see p. 7)

Finding 3. Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan. The Audit staff recommended that TPS provide documentation to show the loan
was properly secured. (For more detail, see p. 10)

Flndiiig4. Miawtetement of Financial Activity
TFS misstated iecdpts,disbiinenients, and the endhig cash bal The
Audit staff recommended that TFS amend its reports to coiieut the misstatements.
(For more detail, aee p. 11)
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Findings. Failure to Itemise Contributions from
Individuals
A umple ten of contributions revealed chit IPS did not itemize 15% of the contributions
from individuals on Schedule! A is required. The Audit staff recommended that TFSfUe
amended Schedules A, by reporting period, to disclose contributions not previously
itemized. (For more detail, tee p. 13)

Findings. Failure to Itemise Contribution* from Political

TfS did not itemize 80 contributions totaling $134,597 receivtd from political -
K> committees. The Audit staff recommended that TFS file amended Schedules A
CO disclosing the contributions not previously itemized. (For more detail, see p. 14)

Finding?. Madoaure of Proceeds from Joint Fundiaiaing

IPS failed to property disclose the receipt of net pnxeeds from joimfundnising activity
with Louisiana Victory 2002 Fund and Tend] Victory Gommitiee. The Audit staff
recommended mat ITS file amended leports to correctly disclose these receipcs. (For

ore detail, aee p. 15)

Findings. Dteloaure of Occupation and Name of
Employer
TFS did not adequately disclose occupation and/or IUOK of emplbytr information for
lJ73contributioMfromin*viduililottling$812^85. In addition, TFS did not
demonstnte.best efforts to obtain, maintain and submit the information. The Audit staff
recommended that ITS either provide documentation that demunsuatea beat efforts were
made to obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any infbnnation received in
amended reports. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that ITS provide evidence that 48-hour notices were timely filed.
(For more detail, aee p. 17)



Part IV
Findings and Recommendations

The following fading* were discussed with the TFS* representative tt the exit
conference. Appropriate worlqupen and supporting schedules were pf^

The interim audit report GAR) was forwarded to TFS for response on May 21,2004. The
Audit staff contacted counsel for the committee and verified receipf of the report. The
response was due on June 23,2004. TPS requested and received a 15-day extension to
July 8.2004 to respond to the IAR. On July 20f2004t TFS submitted (draft) amended
reports lor the Audit staffs review prior ID filing them with the Coinmisston. Our re view
indicated the amendments were deficient; materially resolving only two of the findings.
This infomatiofl was relayed to TlSiepiesenrt^ TFS
representatives indicated they are wofidng on a response. To date, no further response
has been received; nor amended reports filed with the Commission.

[Finding 1. Receipt of ProhlMted Corporate Xkmtributions |

TFS received 65 prohibited contribution! totaling $64.600 from 47 Limited Liability
O)nipa]iies(UX^)aiidc<)rpc«Bte entities. The Audit staff recommended that TFS either
provide evidence that these contribution! were not from prohibited soiirces or refund the

A. lUcdpt of ProhftitedContribirtioos-Candidate
contributions (in the form of money, in-kind contributions or loans):
1. In the name of another; or
2. From the treasury funds of the following prohibited sources:

• Corporations (this means any incorporated organization, including a non-stock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. «441b, 441c, 441e, and 441f.

B. Definition of Limited Liability Com|Huiy. A UmiJed liability company (LLC)ii a
business entity recognized as an LLC under the laws of the state in which it was
established. HCFRftll0.1(gXl).

C. AppticatfcmofUniltsftndltoUbMoiM^ A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



• LLC as Pftrtnenhlp. The contribution iiconiidered a contribution from a
paitnenhip if the LLC chooses to be treated as a putnenhip under Internal Revenue
Service (IRS) tax rules, or if it makes no choice at all about its tax status. A
contribution by a partnership ii attributed to each partner in direct proportion to his or
her share of the putnenhip profits. HCFRH110.1(eXl)and(gX2).

• LLCtf Cofponlta. Tlie contribution is omiide^
is bund under the Act— if the LLC chooses to be treated u t corporation under IRS
rules, or if its shares are traded publicly. HCFRfll0.1(gX3).

• IXC wtth Single Member. The (X>ntribution is consio^red a contribution from a
stagteiixttvicfcaliftheUjCisanngle-in^
as a corporation under RS rules. HCFR«110.l(gX4).

D. LteiH«dUabUlryCoqip«i^ At
the time it makes a contribution, an LLC must notify the recipient comminee:
• Thtf it is eUgibte to make the contribution; and .. .
• InthecaseofanLLCthatcoiisidenitsetfapartiieishipCfo^

«mtributioishouM be attributed anwiigtte HCFRftll0.1(gX5),

E. QuesttemiMeContribytioiis. If a cooumtteem^ves a contribution that appears to
be prohibited (a questionable contribution), it must follow the procedural below:

1. Within 10 days after the treasurer receives the questionable contribution, the
committee must either!
• Return the contribution to the cointibutor without depositing it; or
• Deposit the contribution (and follow the steps below). UCFRftl03.3(bXl).

2. If the comminee deposits the qtiesticfiableconuibuticm, it may not spend the
must be prepared to xefund them. It miisttrierefore maintain sufficient

funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11 CFR (1033(10(4).

3. The committee must keep a written reccird explaining why the contribution may
be prohibited and must include this wfoniiation when nqiorting the receipt of the
contribution. 11 CFR «iQ3.3(bX5).

4. Within 30 days of the treasurer's receipt of the questionable contribution, the
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation that is recorded by the comminee in a memorandum. 11 CFR
ftl03.3(bXl).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the contribution to the contributor and note the refund on the report

covering the period in which the refund was made. 1 1 CFR (103.3(bXl).



A review of contributions received by TfS resulted in the identification of 65 prohibited
contributions from 47 different corporate entities totaling $64,600.* Of these prohibited
contributions;

• TFS lecdveddhiectiy 46 prohibited cortributi^ Of
these, 27 contributions, totaling $32,750. were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
corporations for tax purposes, and 19, totaling $10,650. were from corporate
entities. During the coune of the audiuTTOpiovidedph^
dated August, 2003, sent to the corporate entities that were returned by the
(xmtriNitcfsackriowledging their corporate status. Three of the tetters were
retained to TTO as uideUverable. Further, the Atictt staff coimcted the
appropriate Secretary of State's office to confuin the ccfporate status for the 19
contributions from corporate entities. None of the ccotributions have been
refunded.

• In addition. TFS received 19 contributions from limited liability comp
totaling $21,200, as pan of a transfer of proceeds from a joint fundraiser
(»rKiu<^ed by the Loiiisiana Victory 2002 Fund. As with the other contributions
from TJf!s, TFS records did not contain any notifications from these contributors
stating they were eligible to make such a contribution.

At the exit coiifeience, the Audit staff provided TFS representatives with a schedule of
the prohibited contributions. As part of documentation submitted subsequent to the exit
conference, TFS representatives confirmed that the 46 contributions ($43V400) received
were from prohibited sources. They further indicated that letters will be sent relative to
the other 19 contributions received from LLCs requesting their IRS filing status.

Interim A
The Audit staff recommended mat TFS provide evidence that the 19 contributions
($21,20tyiecdved»psftofpioceedsnmajota Absent
such evidence, TTC should have refund the $64,600 in contributions and provided copies
(front and back) of each negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due should have been disclosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

I Finding 2. Receipt of Contribution* that EEceed Limits I

A review of contributions from individuals and political committees identified 541
contributions, totaling $552,773, which exceeded the. contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there

* IfnmeofihepiwibfepTolribiiedco^
ihmniiila«l to haven IRS filing lUtus of partnership and no longer prohibited, the Audk staff will
evaluate thttn as possible excessive



8

were insufficient net debu to illowTFS to keep the contribution. The Audit staff
recommended thit IPS either provide evidence thst the identified contributions were not
in excess of the limitations or refund $552,773.

Legal Standard
A. Anthorfad Commftte Units. AnaitthofizedcoinidtteeintyDOtfeceiveroore
than a total of $1,000 per election from any one penon or $5,000 per election from a
multicandidate political committee. 2 US.C. i|441a(aXlXA). (2XA) and (0; 11CFR
55110.1 (a) and (b) and 110.9(a).

B. Bandung ContribotkMis That Appear Excesstfe. If a committee receives a
contribution that appears to be excessive, the committee must either.
• Retmn the questionable cheek to the donon or
• Deposit the check into its federal account and:

o Keep enough money hi the account to cover all potential refunds; .
o Keep a written record explaining why DW contribution may be illegal;
o Include this explanation on schedule A if die contribution has to be itemized

before its legality is established;
o Seekaieattributionoraitdengitationoftheexce^

instructions provided in Commission regulations (tee below for explanations
of reattribution and rededgnation); and

o If the committflf does not receive a proper reattribution or redesignation
within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. 11 CFR 5§1033(bX3),(4)and(5)and
110.1(kX3XttXB).

C Contributions to Retire Debts. If an autfiorizedcamiidate committee has iiet debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debtt provided that:
• The contribution is designated for that election (since an undesignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's Until for the designated election;

and
• The campaign has net debts outstanding for the designated election on the day it

receives the contribution. 11 CFR $110.1 (b)(3Xi) and (iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
ry papers to qualify for the general election ballot, a general election, and because

no candidate received more than 50% of the vote in the general election, a runoff. A



review of contribution from individuili tnd political comroitteet identified 541
contributions, totaling $SS2,7733. that exceeded the contribution limits for the primary,
general or ranoff elections. In some esses the contributions were received after n
election at a time when the Audit staff detennined there were no net debci outstanding.
The Audit stafT noted that a significant portion of these excessive contributions resulted
from IPS receiving $3,000 contributions from comributon after the general election.

• As of August 23, 2002. the date of the primary election, the Audit staff calculated thai
TFS did not have net debts outstanding. The Audit staff identified certain contributor
checks dated and recei ved subsequent to the primary election that were designated by
the contributors for that election. TFS received 70 such contributions totaling
$115,500. These contributions were not Isterieo^giiatri^
another election and should have been refunded. In addition, one excessive
contribution for $1,000 was received prior to the primary .which could neither be

• As of November 5. 2002, the dale of the general election, trie Audit stafT calculated
that 1TO had ittdebtt outstanding of $157,802. The Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the general election and sone of which were the
undesignated, excessive portions of run-off contributions dial could be applied to
genera] election debt These contributions were applied to the general, debt hi
chronological order until the debt was exhausted. A review of the remaining
contributions determined that TFS received 63 comributions designated for the
^MM^^^^M! ^l^h^^l^B^ ••flkX^MBV ^hM,4BAAj^h«l Ak^ M^^h«^B^^Bt) ^KA^htfl^J fMfe ^^^X^^K MB^A ^^^ J^l^ltAgeneral eieutmi, wnicn exccBoco me amount neeoeu n reure me net OBDIS
outstanding for the general election by a total of $68,398. The remaining
undesignaied, excessive run-off contributions that could not be applied to genenl
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determined that TFS had received 398 excessive contributions
totaling $367375 relative to the runoff election. These excessive contributions were
all received prior to December 7, 2002, the dale of the runoff election.

At the exit conference, the Audit staff pcovidedTTCiepreientatives with a schedule of
the excessive contributions noted above. ITC representatives had mcomirieiiL
Subsequent to the exit conference, TRS staled that they lack sufficient cssh on hand to
make the refunds but would amend its reports to include all excessive contributions u
debts on Schedule D.

Interim A
The Audit staff recommended that TFS:
• Provide evidence that die identified contributions were either not excessive or were

applicable to a net debt outstanding for a particular election; or .

1 The Aadh staff's SMlpb of TW accoont balances through die end of the audit period bdicttedsufRckni
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• Refund $552,773 and provide evidence of iuchitfimds(copieioftheftDntandbick
of the cancelled checks); and

• If funds woe not ivailibfe to mate
its repott to reflect the amount! to be refunded at debts on Schedule D (Debts and
Obligations Excluding Loans) until funds become available to mate the refunds.

| Finding 3. Receipt of Bank Loan

Tte Curtate loaned TTCSlOUXtt The Audit staff
was unable to determine if the bank perfected its security interest in collatend for tto
loan. The Audit ftafT recommended that TFS provide docuroentition to show the loan
was properly secured.

Legal Standaid
I^iMEBchafadfl^amtiMPatinitto The term 4tcontributionM

not inchide a loan from a Stale or federal depository institution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in the onfinarycoufse of business;
• on abatis which assures repayment, at evidenced by a written instalment; and
• bearing the usual and customary interest rate of the tending institution. 2 U.S.C

ft431(8XAXvii); 11CFR §100.7(bXU).

Ccininissioniegulatiomsu^ak>anisconsiden^niadeona
basis which assures repayment if the tending hutitution making the loan has:
• Perfected a security interest in coUatend owned by the candidate of political

coTnrnittee receiving the loan.
• Obtained a written agreement whereby the candidate or political committee receiving

the loan has pledged future receipts, such as public financrag payments.
• If these requirements are not met, the Commission will consider the totality of

circumstances on a case by case basis m determining whether the loan was made on a
basis which assured repayment 11 CFR f§100.7(bXU)andlW.8(b)(12).

Faets and Analysd*
On August 2,2002, the Candidate obtained a $101,000 lorn from Fmt Bank and Trust
(FBT) which included a $1,000 prepaid finance charge and had a maturity date of August j
2.2003. On AugiM 5,2002, the Candidate loaned 11$ $1̂ ^ |
this bank loan. The loan was repaid by TFS with a direct payment to the bank on i
December 16,2002, in the amount of 5101358, which included $1358 in finance ' j
charges. TFS provided the Audit staff with a copy of the promissory note between the j
Candidate and the bank that states that collateral securing other loans with Lender may |
also secure this note; referencing it as "cross-coUamlizalion." Further, a business loan !
agreement submitted with the promissory note specifics the borrower is granting a !
"continuing security interest" in any and all funds the borrower may now or in the future
have on deposit at FBT.
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The km documentation provided neither de^bed the collatenl intended to secure this
Ion, nor indicsted that such security interest had been perfected. The Candidate's
financial statement, presumably aubimtted as part c/the apphcation process, fails to
provide any specific infonnatkm of other debte owed to rOTwtochcc^d be subject to
••cioss-collateraHzation.- Anther, the financial statement nates the borrower has no
accounts at FBT. Therefore, ilia the Aiidt staffs opraion that the loan does IKK meet the
Commission's "assurance of repayment** standard.

At the exit conference, the Audit staff presented this inatter to TFS representatives. No
questions or comments were posed by the representatives.

^ ReconamendaUoji
The Audit staff recommended that TPSpn>videdociinienutioo tosher that the loan was
secured with collateral mat assures repayment; that the secim'ty imeitst in the collateral
had been perfected; andYor provide any comments it feels are relevant Such
documentation should have included a description and valuation of trie collateral as well
u me balance of all other outstanding debt secured by such collateral.

| Finding 4, Mi»tatement of Financial Activity |

TFSntisstatediecdpts,asmineii>emft,andte The
Audit staff recommended that TTCarnend its reports to conectt^

Contents of Reports. Each report must disclose:
• TheanxNimofcashonhandatthebeghirarigandendoftherepCftmgD^
• The total amount of receipts for the reporting period and for the calendar year.
• The total amount of disbursements for the repofting period and for the calendar year,

and.
• Certain transactions that require itemization on Schedule A or Schedule B.
2 U.S.C. §§434<W<1), G).0), and (4).

The Aiidit staff iccoiidled reported finaiitid The
following chart outlines the discrepancies for recerpts. disbursements, and the ending
cash balance on December 31,2002. Siicceedingpan|raphsad^reutheivasonsforthe
nussuttements, most of wm'choanmedd^ng the perjod after t^ TFS
representatives indicated that during that period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transactions.
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200J Cunpajsji Activity

Ooadu Cub Bilnee • July 19. 2002
RecdpU

DUbommenu

Endinf Cub Balance •December 31, 2002

BfpnrtBd
SO

$3379343

$2,760,279

$633,564*

Bank Records
SO

S4472£19

S3.721.15S

$351,764

Discrepancy
SO

$693.576
Underlined

$960876
wvm ,•-•••••• J
^JuDEMB^HKED

$281.800
Oventaled

$302,000
157,500

. 134,597
405,713

The understatement of receipts was the net result of the following:

Transfer of funds from johitfundnusers not reported (see finding 7) +
Transfer nx>m joint fundraiser refxirtedm • —
Qmtributions fom potiticd •»•
Deposits which appear not to have been reported (see finding 5) +
Unexplained differences +•

Net Undavtatemoit of Receipts $693.576

The understatement of disbursements was the net result of the following:

Payments to media vendor not reported + . $ 685,000
Bank Loan Repayments not reported + 301,422
Miscellaneous Operating Expenses not reported + 3,006
Diibursementt Reported Twice - 9,000
Disbursements Reported -Unsupported by Check or Debit — 15,000
Memo
Reported Void Check - 12.834
Unexplained Differences + &2£

NetUiidentateiiie^c/DuaMineincnts $ 960.878

TFB misstated the cash balance throiighc*tt20Q2becaiiseoftheer^
In addition, an incorrect cash balance was earned fowaid from the 301)ay Post Election
Report to the Year End Report which resulted in an overstaiemem of the cash balance by
$14,500. On December 31.2002, the cash balance was understated by $281,800.

At the exit conference, the Audit staff explained the imsstatements and provided
scheAilesc/the repc^ng discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a willingiiess to file ainended report* to

A these misstatements.

4 Tto total *»n« foot; see explwatwn of en*^
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Interim
The Audit stiff recommended that TO file anioidediepttti, by reporting period, to
correct the misstatements noted above, including unended Schedules A and B'as
appropriatei

Findings. Failure to Itemise Contributions from
Individuals

A umple test of contributions revealed thai TFS did not itemize 15% of the contributions
from individuate on Schedules A as required. The Audit staff recommended that TFS file
amended Schedules A. by reporting period, to disclose contributions not previously•>L--—g—_.jHeirozeo.

A. Whentoltemtae. Authorized (^ndidaiecooiiniaees must iteniize any contrib^
from an individual if it exceeds $200 per election cycle either by itself or when
aggregated with other contributions from the same contributor, 2 U.S.Cft434(bX3XA).

B. Election Cycle. The election cycle begins on the fint day following the date of the
previous general election and ends on the date of the next general election. 11 CHI
5100.3(b).

C« DeflaHtflBof Itenrfiefion. bemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• Hie amount of the contribution;
• The date of receipt (the date the committee received the contribution);
• The full name and address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• The election cycle-to-date total of all contributions from the same contributor. 11

CFR ftftlOO.12 and 104J(aX4) and 2 U.S.C. *434(bX3XA) and (B).

Baaed on a sample review of contributions from individuals, the Audit staff determined
that TFS did not itemize 15% of such contributions on Schedules A as required. The
majority of these errors resulted from contributions that were pan of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10,2003, ITS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented tins matter to ITS representatives who
had no questions or comments at that time. As part of documentation submitted
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lubiequent to die exit conference, TFS stated it ii in the process of amending its reports
to disdote ill omitted individual

ccftimneiidmtion
The Audit staff recommended chit TFS file amended Schedules A. by reporting period, to
correct the detkiendes noted above.

Finding 8. Failure to Itemise Contritration* from PoUtieal

IPS did not itemize 80 contributions totaling $134,597 received from political
committees. The Audit staff recommended that TFS file amended .Schedules A
disclosing the contributions not previously itemized.

A. When to Itemize Aatoarizrtcm&to commute* must iterate:
Every contribution from any political committee, regardleu of the amount; and
Every trsnsfer from another political party committee, regardless of whether the
committees ate affiliated. 2 U.S.C. §434(bX3XB) and (D).

B. Definition of Itendzation. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The date of receipt (the date the committee received the contribution);
The full name and address of the contributor, and
Election cycle-to-date total of all contributions from the same contributor. 11CFR
§§100.12 and 104.3(aX4) and 2 US.C. §434(bX3XA) and (B).

FaeU and Analytic
A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions th« were part of December 2002
deposits not entered into the database TFS used to file in disclosure reports (See Finding
4, Misstateroent of financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

Inteztm Audit Report Harommmdation
The Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7. Disclosure of Proceeds from Joint Fnndrmising
I Activity

IPS failed lo properly disclose the receipt of net proceed! from joint fundndsing activity
with Louisiina Victory 2002 Rind and Terrell Victory Coomiaee. The Audit stiff
reconunended that TFS file amended reports ID comedy ditclaie these receipts.

Legal Standard
A. IfrmtarionofCtatrilmttoosFVra^ Participating
political committeei must report joint fundnising proceeds in iccordince with 1 1 CFR
102.17(cX8) when such funds are received from the fundnising representative. 1 1 CFR
S102.17<cX3XHi).

Each participating political committee repoits its share of the net proceeds tf a tnuisfer-hi
from the fwidraisiiig representative and must also file a memo Schedule A itemizing its
share of gross receipts as contributions from the original contributors to the extent
required under 11 CFR 1043(t). HCFR|lQ2.17(cX8XiXB).

Facia and A&absda
Tlic Audit staff determined that TFS received a total of $420,500 in net proceeds from
joint fundnising activity; $396,000 from the LoidsiaiiaVieiory 2002 Fund and $24.500
from the Terrell Victory Committee. Our review of these transfers noted the following:

• TTC did IK* report lurftermzetrsnsfentotafa^
2002 Fund and $7,000 received from Terrell Victory Commitlee on Scheduk A, line
12, Transfers from Other Authorized Committees, as leqidred. (SeeFinautg4)

• ITS incon^ydisckMed the amount rf^
Committee as $175 XXX), when the actual amount of the transfer was $17.500,
overstating reported receipts by $157.500. (See Finding 4)

• TPS did not itemize its share of the gross receipts as contributions from the original
contributor! as required on memo Schedules A for sny of ̂ $420^ in trsnsfen of
joint fundnising proceeds. TFS records did not contain this information. During
fiekfwork, ITS obtained the information from both of the joint fundrairing

At the exit conference, the Audit staff provided TFS lepieaentsdves a schedule of the
otnittedtnnsfen from joint fundnising activity noted TFS representatives stated
their intention to review the spreadsheets provided and expressed a wilHngness to file
amended reports to comedy report its activity.

Interim Audit Report Heeonunesidi
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundnising proceeds, along with the required memo entries.
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Finding 8. Disclosure of Occupation and Name of
gdoyer

TFS did not adequately disclose occupation and/or name of employer infonnadon for
1.173 contribution! from individual! totaling $812,583. In addition. TFS did not
demomtiale bett effort! to obtain, maintain and lubmft the information. The Audit stiff
recommended that TFS either provide documentation that demonitrate! best effort! were
made to obtain the missing information or contact each contributor lacking die
information, submit evidence of such contact, and disclose any information received in
amended reportt.

A. Required Information for Contribution! from Indhrfdiuus. For each itemized
contribution from an individual, the committee must provide the contributor's occupation
ami the name of hia or her employer. 2 US.C. §431(13) and 11 CFR §§100.12.

B. Bat Efforts Ensures Compliance. When the treasurer of a political committee
shows that the committee used best effort! (see below) to obtain, maintain, and submit
the information required by the Act, the cornmittee'i reports and record! will be
considered in compliance with the ACL 2 U.S.C. §432Qi)(2)0).

C Definition of Best Efforts. The treasurer and the committee will be considered to
have used "best effort!" if die committee satisfied all of die following criteria:
• All written solicitation! for contribution! included:

o A clear request for the contributor'! full name, mailing address, occupation.
and name of employer^ and

o A statement that such reporting is required by Federal law.
• Within 30 days after the receipt of the contribution, the treasurer made at least one

effort to obtain the mining information, hi either a written request or a documented
oral request

• The treasurer reported any contributor information that, although not initially
provided by the contributor, was obtained in a follow-up communication or was
contained in die committee's record! or in prior report! that the committee filed
during the same two-year election cycle. 1 1 CFR § I04.7(b).

Facts nnd Analysis)
The Audit staff reviewed all contributions from individuals itemized on Schedules A of
TFS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation anoTor name of employer. The review identified 1.173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
and/or name of employer disclosed properly. Of the 1 .173 errors identified. 1.080
(92.07%) were blank, disclosed as "N/A" or -Information Requeued." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted that TFS solicitation devices properly
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contained a request far occupation and name of employer. However, the reconb
provided to die Audit staff did not contain §ny follow-up requests for the missing
contributor infommioa. As such, TFS does not appear to have made "best efforts'* to
obtain, maintain and report occupation and name of employer infonnation.
At the exit conference, the Audit staff provided TFS representatives with a schedule of
the individuals far which occupation and/or name of employer was not properly .
disclosed. TFS representatives staled they would review the spreadsheets provided and
would file •mended reports to correctly report this activity.

tadit Report Recommendation
The Audil staff recommended that TFS take the following action:
• Provide documentation such as phone logs, returned contributor letters, completed

contributor contact infonnation sheets or other materials which demonstrated that best
efforts were made to obtain, maintain, and submit the required disclosure
information! or

• Absent such a demonstration, TFS should have made an effort to contact those
individuals for whom required information is missing or incomplete, provided
documentation of such contacts (such as copies of letters to the contributors andYor
phone logs), and amended its reports to disclose any information dbunned from thoae

I Finding 9. Failure to Fflc 48-Hour Notices

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
recommended that ITS provide evidence that 48-hour notices were timely filed.

Standard
Last-Minute Cootributions (48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
man 48 hours before any election in which the candidate is running. This rule applies to
all types of contributions to any authorized comnrinee of the candidate. 1 1 CFR
1104.5(0.

FieU and Analyst
The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary, general and runoff elections. TFS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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00

Election Type
ninny
Genenl
Runoff

4« Hour Notice! Not Filed

Number of Notice!

1
6
70

77

Total
(
<
1.000
16.000

$99.100

$106.100

At the exit conference, TO was provided • Khedute of the 48-hour notices not filed
TRS representativei itated they -would review the tpreadsheets and provide additional
documentation that would reduce the number of emn.

Interim Audit Report Recommend!
The Audit staff recommended that TFS provide evidence that 48-hour notices were
timely filed or submit any written comments it consider! relevant.

o
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